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(l) Golf courses, race tracks, or gam-
bling facilities.

§ 4274.320 Loan terms.

(a) No loan to an intermediary shall
be extended for a period exceeding 30
years. Interest and principal payments
will be scheduled at least annually.
The initial principal payment may be
deferred (during the period before the
facility becomes income producing) by
the Agency, but not more than 3 years.

(b) Loans made by an intermediary
to an ultimate recipient from the IRP
revolving fund will be scheduled for re-
payment over a term negotiated by the
intermediary and ultimate recipient.
The term must be reasonable and pru-
dent considering the purpose of the
loan, expected repayment ability of the
ultimate recipient, and the useful life
of collateral, and must be within any
limits established by the
intermediary’s work plan.

§§ 4274.321–4274.324 [Reserved]

§ 4274.325 Interest rates.

(a) Loans made by the Agency pursu-
ant to this subpart shall bear interest
at a fixed rate of 1 percent per annum
over the term of the loan.

(b) Interest rates charged by inter-
mediaries to ultimate recipients on
loans from the IRP revolving fund shall
be negotiated by the intermediary and
ultimate recipient. The rate must be
within limits established by the
intermediary’s work plan approved by
the Agency. The rate should normally
be the lowest rate sufficient to cover
the loan’s proportional share of the
IRP revolving fund’s debt service costs,
reserve for bad debts, and administra-
tive costs.

§ 4274.326 Security.

(a) Intermediaries. Security for all
loans to intermediaries must be such
that the repayment of the loan is rea-
sonably assured, when considered along
with the intermediary’s financial con-
dition, work plan, and management
ability. It is the responsibility of the
intermediary to make loans to ulti-
mate recipients in such a manner that
will fully protect the interests of the
intermediary and the Government.

(1) Security for such loans may in-
clude, but is not limited to:

(i) Any realty, personalty, or intan-
gible capable of being mortgaged,
pledged, or otherwise encumbered by
the intermediary in favor of the Agen-
cy; and

(ii) Any realty, personalty, or intan-
gible capable of being mortgaged,
pledged, or otherwise encumbered by
an ultimate recipient in favor of the
Agency.

(2) Initial security will consist of a
pledge by the intermediary of all assets
now in or hereafter placed in the IRP
revolving fund, including cash and in-
vestments, notes receivable from ulti-
mate recipients, and the
intermediary’s security interest in col-
lateral pledged by ultimate recipients.
Except for good cause shown, the Agen-
cy will not obtain assignments of spe-
cific assets at the time a loan is made
to an intermediary or ultimate recipi-
ent. The intermediary will covenant
that, in the event the intermediary’s
financial condition deteriorates or the
intermediary takes action detrimental
to prudent fund operation or fails to
take action required of a prudent lend-
er, the intermediary will provide addi-
tional security, execute any additional
documents, and undertake any reason-
able acts the Agency may request to
protect the Agency’s interest or to per-
fect a security interest in any asset, in-
cluding physical delivery of assets and
specific assignments to the Agency. All
debt instruments and collateral docu-
ments used by an intermediary in con-
nection with loans to ultimate recipi-
ents must be assignable.

(b) Ultimate recipients. Security for a
loan from an intermediary’s IRP re-
volving fund to an ultimate recipient
will be negotiated between the inter-
mediary and ultimate recipient, within
the general security policies estab-
lished by the intermediary and ap-
proved by the Agency.

§§ 4274.327–4274.330 [Reserved]

§ 4274.331 Loan limits.
(a) Intermediary. (1) No loan to an

intermediary will exceed the maximum
amount the intermediary can reason-
ably be expected to lend to eligible ul-
timate recipients, in an effective and

VerDate 11<MAY>2000 11:51 Feb 27, 2001 Jkt 194024 PO 00000 Frm 00492 Fmt 8010 Sfmt 8010 Y:\SGML\194024T.XXX pfrm04 PsN: 194024T


